


For the 52 weeks ended January 1,1983, the 52 weeks ended January 2 

Safeway Stores, Incorporated and Subsidiaries (thousands) 


, and the 153 weeks ended January 3,1981 


Sales 

Cost of sales _ 

Gross profit 

Operating and administrative expenses 
Operating profit 
Interest expense (Note D) 

Other (income), net (Note E) 

Income before provision for income taxes 
Provision for income taxes (Note F) 

Wat Income (per share: $6.11, $4.15 and $4.94) 


$17,632,821 $16,580,318 
13,628,052 12,945,923 

4,004,769 3.634,395 

3,653,561 3,363,478 

351,208 270,917 

129,484. 120,393 

(26,536) (15,822) 

248,260/166,346 


$15,102,673 
11,816,733 
3,285,940. 
2,999,130 
286,810 
99,614 
(16,486 )/ 


159,660:. ... 108,284 129,133 

' ■ ; ■■■’ : - ■ ■ 

■ \ .'■/ 

, . ■ ■ ■;■/ / . . ... •: 

■ : ; ■/. >. 

1.034.549 994.165 . 932,911; 

“ 

$ 1,124,981 $.1,034,549. .$,.994,165 •: 


Retained earnings at beginning of period 
Cash dividends on common stock 

(per share: $2.65, $2.60 and $ 2 , 60 ) 
i Additions resulting from stock acquisitio ns 

Retained aamlngs at end Qiperiod 

See accompanying notes to consolidated financial statements. 
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As of January 1,1983, Jasuss y2,1982 and January 3,1981 
Safeway Stores, Incorporated and Subsidiaries (thousands) 


Assets v. : '' ■ 

Current assets: 

Cash 

Receivables " 

Merchandise inventories (Note A): 
FIFO cost. 

Less LIFO reductions 


Prepaid expenses and other current assets _ 

Total current assets % ' ■ _ 

Other assets: 

■ Licenses; notes receivableand investments 
Deferred income tax charges 

Excess cost of investment in subsidiaries over net assets 
at dateof acquisition, less 7 amortization 


16,234 


3,774,653 3,606,684 . 3,393;146 

1,572,602 1,477,092 1,363 ,906 


I ilepreciation and amortization 



















Liabilities and Stockholders' Equity 

Current liabilities: " ~ 

Notes payable (Note G) 

Current obligations under capital leases 
Current maturities of notes and debentures 
Accounts payable 
Accrued salaries and wages 
Other accrued expenses 
Income taxes payable 
Total current liabilities : 

Long-teim debt: . 

Obligations under capital leases (Note H) 
Notes and debentures (Note I) 

Total long-term debt; 

IWiw»dlaco»»t»M»v.''vi-.:., •> ;; ~ ~ 

AmtubiI claims and ether liabilities ^ ~ 

Commitment* end contingencies (Note3 C, H, K,. 

Stockholders'equity (Note;: M & Nj: 

Common Stock—$1.66% par value 
Authorized 76,000.000 shares 
Outstanding 26,149,743; 26,115,917 and 21 
Additional paid-in capital 
Cumulative translation adjustments (Note B) 
Retained earnings ; : y ’ ■ ■ • 

Total stockholder^ equit y ' — • 
Total liabilities and stockholders’ equity 


$ 88,028 
45,564 
13,845 
£ 48,632 
149,492 
142,603 
11,257 
1 , 399,421 


$ 141,208 
46,384 
10,406 
868,143 
136,628 
128,075 

21,912; 

. 1 , 352,756 


$ 116,679 
44,855 
5,880 
726,429 
129,457 
102,074 
30,108 
1 , 155,482 


767,309 809,393 

488,877 . 328,223 

1 , 256,186 1 , 137,616 

. - : 5 , 102 . 

97,931 81,743 


844,011 
-' 207,218 
1 , 051,229 
1 , 52 9 ' 
69,614 


43,583 
64,573 
( 96 , 042 ) 
1 , 124-981 
1 , 137,095 
; $ 3 , 890,633 


43,527 43,527 

63,436 63,436 

( 66 , 414 ) ( 45 , 441 ) 

1 , 034,549 994.165 

1 , 075 , 098 ; 1 , 055.687 

$ 3 , 652,315 $ 3 , 333,541 


















The bold lettering that spells 
out Safeway’s mission on the 
opposite page symbolizes 
the boldness of spirit with 
which we face the future. 

We cannot know or control 
the future, but we can plan, 
prepare and manage for the 
challenges and opportunities 
it will bring. 

Our strategic management 
process was developed with 
that in mind. Through 
rigorous self-examination we 
have analyzed our strengths 
and weaknesses and defined 
ourselves in relation to 
customers, employees, stock¬ 
holders and our best competi¬ 
tors. Having articulated our 
mission—where we want to 
go—we are mapping out 
routes to take us there. 

Strategic management is 
notan end in itself; it is 
merely a means whereby 
events in an ever-changing 
en /ironment can be put into 
context and evaluated in 
ways that lead to the most 
effective course of action. 

Our mission lies at the 
heart of this process. It 
incorporates five elements: 

COHTERITS 


• To be a growing company. 
Growth comes from selling 
more to existing customers, 
attracting and keeping 
new ones, and expanding 
operations. 

’ To be a profitable company. 
Profitability fuels growth 
and reflects how well we 
meet our customers’ needs. 

• To be a world-wide com- 
pany. Beyond the obvious 
benefits of increased sales 
and earnings from foreign 
operations, a multinational 
presence minimizes the 
impact of economic down¬ 
turns in any one country. 

• To be a retailer of groceries. 
Food is the primary reason 
shoppers go to supermarkets; 
groceries are our basic 
strength. We will reinforce 

it with improved presentation, 
greater selection and more ag¬ 
gressive merchandising. 

• To be a retailer of related 
consumer goods and services. 
Consumers like the con¬ 
venience of one-stop shopping, 
so we will actively promote 
related goods and services 
that contribute to growth and 
profitability. 


To fulfill this mission, 
we have adopted six major 
objectives, broad in scope 
but specific in purpose. As 
tangible statements of prin¬ 
ciple, they represent what 
Safeway stands for and the 
higher ideals we seek. 

In the following pages, you 
will see that the objectives 
focus on people: satisfied 
customers, dedicated 
employees, discerning stock¬ 
holders. Our objectives are 
also results-oriented, aimed 
at achieving excellence 
and sustaining a competitive 
advantage. They are: 

To attract and retain customers 
by meeting their needs with 
quality, service and value. 

Using creative market re¬ 
search to identify consumer 
preferences—and following 
up quickly with a competi¬ 
tively superior combination of 
quality and service-will bring 
shoppers in today and keep 
them coming back tomorrow. 
To operate at the lowest cost 
consistent with providing quality 
and value. 

Only by trimming every 
unnecessary expense can we 


give customers the merchan¬ 
dise and services they want 
at prices they like. 

To be innovative, aggressive 
and productive in the oparation 
of our business. 

Safeway is exploring new 
ideas and emerging tech¬ 
nology to support growth, 
enhance productivity and 
cement its innovative leader¬ 
ship position in the industry. 
To attract, develop and 
reward quality people to operate 
our company. 

Bright, friendly and effective 
employees, well-trained and 
highly motivated, hold the 
key to Safeway’s success. 

Tn return value to stockholders 
through real earnings growth 
and a strong financial position. 

Safeway’s owners have the 
right to expect good results. 
We in turn are obliged to 
protect their investment and 
enhance its value. 

To forge a partnership among all 
employees to sustain the growth 
and vitality of our company. 

Pride, unity and cooperation 
-the shared values of 156,000 
Safeway employees-will 
shape the company’s destiny. 


Introduction to Safeway’s 
Mission and Objectives 1 
Message to Stockholders 2 
To Attract and Retain 
Customers... 4 


To Return Value to 
Stockholders... 12 


To Attract, Develop and Re¬ 
ward Quality People.. .10 


Five-Year Summary 18 
Financial Review 19 
I^a'uSSSX .. ,4 tail" 32 

The World of Safeway 16 Managers on the Move 33 
Directors and Officers 35 


HIGHLIGHTS (in thousands, except per share figures) 


Sales 

Net income 
—per share 
Dividends per share 
Stockholders’ equity 
—per share 
Market price range 


1982 


;e Note B to consolidated financial statements. +53 week?. 


$17,632,821 

159,660 

6.11 

2.65 

1,137,095 

43.48 

5014-2614 


1,075,098 

41.17 

37 ) 4-2414 


1980*+ 

$15,102,673 

129,138 

4.94 

2.60 

1,055,687 

40.42 

361/4-26 
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and Dale L. Lynch, President and Ch 

long-term profitability. 

Consolidated sales in fiscal 
1982 increased 6.3% from 
the previous year to $17.63 
billion, while net income 
climbed 47.5% to $159.7 
million or $6.11 per share. 

Our 1981 results are restated 
under provisions of Financial 
Accounting Standard No. 

52, pertaining to foreign 
currency translation, which 
reduced the earnings 
previously reported for that 
year by $6.3 million (24c 
per share). 

Sales again outpaced food 
price inflation but continue 
to be adversely affected by 
the recession, the peso 
devaluation in our border 
areas, foreign currency 
declines in all our inter¬ 
national operations, and the 
closing of our Omaha Divi- 


Joard and Chief Executive Officer, 
ief Operating Officer 

the resurgence in earnings 
growth, as did a number 
of other factors. Some of the 
latter were one-time-only 
occurrences, such as the 
absence of a prolonged price 
war in the Mid-Atlantic 
region that negatively 
affected results in 1981 and 
the gain on sales of our 
facilities in Omaha and 
Memphis. Others were bene¬ 
ficial factors beyond our 
control-a smaller LIFO 
charge ($13.1 million in 1982 
vs. $20.2 million in 1981) 
and lower interest rates. But 
much of the earnings im¬ 
provement was due to factors 
we could, and did, control. 
For example, we have: 

• Made considerable progress 
in achieving parity with com¬ 
petitors in our labor costs. 
Working with union leader- 


operations, consolidated one 
division’s accounting function 
with another's, combined 
production of two biscuit 
plants into one facility, and 
streamlined our non-store 
workforce by more than 
3,000 positions; 

• Realized significant savings 
from advanced technology. 
As of year-end 1982 approxi¬ 
mately 915 stores were 
equipped with computer- 
assisted power management 
systems to monitor and 
control energy use. We 
installed another 141 check- 
stand scannmg systems last 
year and expect to have a 
total of 500 stores with 
them by the end of 1983; 

• Exercised considerably 
tighter control over expenses. 
We have done a better job 

of managing inventories and 
cash, purchasing merchan¬ 
dise and supplier operating 
warehouses and tr. cks, con¬ 
trolling salary expense and 
accident costs, and adminis¬ 
tering accounting and data 
processing services. Most im¬ 
portantly, we have achieved 
these savings in areas that 
do not affect customer 
service. Our expenses as 
a percent of sales increased 
by only 0.4% in each of the 
iast two years—after growing 
at more than twice that 
rate in 1980. 

We are pleased to report 
that the Board of Directors 
has recently taken action 
on several matters of interest 
and benefit to stockholders. 

At its October meeting the 
Board increased the quarterly 
dividend to 70c per common 


In either case, there will be 
no brokerage commission 
charged to stockholders. 
Finally, at its February 
meeting the Board declared 
a 2-for-l split of common 
shares. This will be accom¬ 
plished by a 100% stock 
distribution to be made March 
31 to stockholders of record 
on March 7. We believe these 
steps will make Safeway 
shares more attractive to 
a broader range of investors. 

Despite the general slow¬ 
down in construction activity 
last year, Safeway maintained 
a substantial store building 
program. In 1982, we opened 
153 stores, including 38 
Liquor Bams. Of this total, 

91 are located in areas we 
had not served previously. 
During the coming year we 
also expect to open 153 stores. 

As noted on page 1, we 
have formulated a strategic 
plan which incorporates six 
major objectives. These are 
described in detail on the 
following pages. A key 
element of one objective is 
to divest ourselves of opera¬ 
tions with poor prospects so 
we can redeploy our assets 
into areas with a greater 
potential return on invest¬ 
ment. Thus our Omaha Divi¬ 
sion became Safeway’s first 
major divestiture since we 
sold our New York Division 
in 1962. The latter move 
we regarded as one of the 
best financial decisions the 
company ever made, and we 
think the Omaha sale, while 
painful, is in the same 
category. Applying the same 
philosophy elsewhere, we 
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also left the Memphis and 
southwest Missouri markets. 
These facilities were sold 
at a profit, with the funds 
reinvested in more promising 
opportunities. 

For example, during 1982 
we bought 35 stores from 
others, opened a new milk 
plant in Houston, and made 
substantial progress in the 
development of our Liquor 
Barns. The Liquor Bams 
represent a good example of 
the kind of commitment we 
are able to make to a new 
venture once we are con¬ 
vinced it will succeed. From 
a start of one store in 1979, 
we progressed to 67 by the 
end of 1982 and will add 
several more this year. 

We are also committed to 
work cooperatively with 
growers and suppliers in the 
best interests of con¬ 
sumers. Ever since Safeway 
initiated the first Farmer- 
Consumer campaign in the 
U.S. half a century ago, we 
have stood ready to promote 
consumption of agricultural 
products when surplus 
harvests or other conditions 
threaten growers with 
ruinous losses. Such was the 
case last fall when California's 
beleaguered raisin indust.y 
was in danger of losing export 
business to foreign growers 
who rely on government 
subsidies. We committed to 
double our raisin purchases 
over what we bought in 1981, 
and conducted a major pro¬ 
motion informing consumers 
of the fruit’s versatility and 
nutritional value. 

Nutrition also figures 
prominently in another 
company program currently 
under way. As noted later 
in this report, consumers 
have become increasingly 
interested in good health and 
are changing their eating 
habits accordingly. To supple¬ 
ment the dietary information 
already distributed through 
our stores and on labels of 
Safeway Brands, we recently 
launched a national nutrition 
awareness program. Devel¬ 
oped by our corporate 


nutritionist with the assist¬ 
ance of leading health ex¬ 
perts, the program provides 
shoppers with accurate, 
understandable information 
so they can make better 
food buying decisions. 
Among the materials avail¬ 
able at no charge at special 
centers in all U.S. Safeway 
stores are a bimonthly maga¬ 
zine, pamphlets on various 
nutrition topics, and cards for 
customers to submit 
questions and comments. 

Last year marked the 
retirement of some key 
executives who have made 
invaluable contributions to 
Safeway during long and 
distinguished careers. G. E. 
Brown, vice president respon¬ 
sible for our advertising, 
market research and inter¬ 
national development activi¬ 
ties, retired at year’s end 
following 40 years of exem¬ 
plary service. Three of our 
retail division managers, 
vice presidents John W. 
Warthan (46 years), William 
M. Langley (35 years) and 
Pete Martin (33 years) also 
left in 1982. In March 1983 
we bid farewell to another 
company “institution”-45- 
year veteran A. G. Anselmo, 
chairman and chief executive 
officer of Canada Safeway 
Limited. Mr. Anselmo was 
recently elected a director 
of the parent company so we 
will continue to benefit from 
his vast experience. 

In related developments, 
U.S. regional vice presidents 
John Bell, Fred E. MacRae 
and William H. Maloney 
were named executive offi¬ 
cers, and newly appointed 
retail division managers 
Robert R. Taylor, Richard F. 
Wilson and Eugene V. 

Podoll were elected vice 
presidents, as was real estate 
division manager Gerald L. 
McGinnis. The Board also 
accepted the resignation of 
Director Malcolm P. Grover, 
a retired senior vice president. 
We will miss his wise counsel 
and gratefully acknowledge 
his dedicated service. 

We approached 1983 as 


we did 1982—with cautious 
optimism that we can con - 
tinue to build on the progress 
we have made in our opera¬ 
tions over the past two years. 
In 1983, there are a number 
of factors which we think 
will benefit the industry as 
a whole. These are: 

• A continued low rate of food 
price inflation. High inflation 
hurts consumption and 
causes our costs to rise. The 
resulting cost-price squeeze 
hurts everyone. 

• A slower increase in labor 
costs. The industry has been 
successful in keeping wage 
and benefit costs in line, 
and has made considerable 
progress in improving 
productivity. 

• Further moderation in other 
key expenses. Supermarket 
firms were particularly hard 
hit by soaring interest rates 
and diesel fuel costs, 

and should realize substantial 
benefits if these expenses 
mode rate as expected. 

• An increasingly willing 
partner in the federal govern¬ 
ment. The food industry 
has benefited from the de¬ 
regulation of the trucking 
industry and the incentives 
to explore for oil and natural 
gas, and stands to benefit 
further from accelerated 
depreciation, targeted jobs 
hiring, lower individual 
income taxes and the new 
highway legislation. Although 
we will have to pay higher 
fees and increased diesel 
fuel taxes, the new, more 
generous regulations on 
trailer length and payload 
will improve productivity in 
the hauling of merchandise. 

• Significant demographic 
changes. While the popula¬ 
tion as a whole will grow 
throughout the ’80s at only 
1% a year, the 25 to 44-year- 
old segment will increase at 
more than three times that 
rate. This age group is our 
strongest customer base, and 
the one to which the 
superstore is mainly targeted. 

• Relaxed restrictions on 
acquisitions. One of the 
industry’s perennial problems 


is over-capacity. A more 
realistic government attitude 
toward acquisitions has en¬ 
abled the industry to consider 
them as an alternative to 
expanding solely through 
new store development. This 
improved environment is 
expected to continue in the 
immediate future, and if it 
does, it should allow popula¬ 
tion growth to more closely 
approximate square footage 
added than has been the 
case in the last several years. 

All of these factors will 
help Safeway, perhaps even 
more than our competitors. 
For example: 

; As the most heavily union¬ 
ized company in the 
industry, we stand to benefit 
proportionally more from 
moderation in wage and 
benefit demands. 

• As the operator of the world's 
largest private trucking fleet, 
we stand to gain more than 
others from recently enacted 
federal legislation permitting 
backhauls, longer trailers 
and heavier payloads. 

* With over 500 superstores 
now and more on the way, we 
are ready for today’s cus¬ 
tomers and prepared for 
tomorrow’s—particularly 
working women. With more 
and more people moving to 
the South and the West, we 
will be in those areas to 
serve them. And with know¬ 
ledge we have acquired in 
Mexico, we are capitalizing 
on the marketing oppor¬ 
tunities unfolding with the 
dramatic expansion of the 
Hispanic population. 

As for the balance of 1983, 
it appears that the long- 
awaited economic recovery 
is finally under way. With 
recession psychology grad¬ 
ually receding and consumer 
confidence on the rebound, 
we look forward to another 














its freshness, nutritional 
value and low cost—we are 
pressing for improved 
quality and a wider range 
of items and sizes. At the 
meat counter, we are 
displaying more of the leaner 
beef cuts today's health¬ 
conscious customers want, 
along with increased selec¬ 
tions of poultry and seafood. 

In other departments, we 
are steadily expanding the 
array of merchandise and 
services consumers want in 
a or.e-stop shopping environ¬ 
ment. Under the same roof 
at many Safeway stores, 
busy shoppers can fill 
prescriptions and find hun¬ 
dreds of over-the-counter 
drug items, select from a 
wide assortment of leading 
cosmetics, choose from scores 
of imported and domestic 
cheeses and wines, browse 
through complete natural 
foods centers—even buy live 
lobsters from special 
display tanks. 

Our customers also tell us 
that extensive selections 
within certain product lines 
are important. Our stocking 
plans are designed accord¬ 
ingly, with reduced “width” 
in some categories to permit 
more “depth” in others. 
Shoppers say they want a 


parking, speed of checkout): 

• Cleanliness (neat over¬ 
all appearance, uncluttered 
aisles, well-groomed em¬ 
ployees, spotless floors); 

• Friendliness (helpful staff, 
attentive managers); 

• Selection (good assortment 
within many categories); and 

• Prices (consistent with 
quality and services featured 
and in line with the com¬ 
petition). 

The combination of these 
characteristics in shoppers’ 
minds—a store's image— 
weighs heavily in their deci¬ 
sion of where to shop. But 
while perceptions may draw 
customers into a supermarket 
today, performance brings 
them back tomorrow. 

At Safeway, we are deter¬ 
mined to listen to our cus¬ 


tomers and respond to their 
needs. Accordingly, we will 
continue tailoring individual 
stores to local markets, 
seeking out the unique 
combination of factors that 
appeals to shoppers in each 
particular trading area. That 
may mean stocking extensive 
lines of gourmet foods and 
specialty wines in affluent 
communities, camping equip¬ 
ment and fishing tackle in 
recreational areas, and every¬ 
thing from fresh tortillas to 
tofu in neighborhoods with 
distinct ethnic compositions. 

We will emphasize the 
basics, too—particularly 
the store selection criteria 
noted previously. Consumer 
research indicates that the 
factor shoppers consider most 
important when comparing 


good mix of nationally adver¬ 
tised brands and private- 
label products, too. We intend 
to maintain a proper 
balance of both. 

Two other items on con¬ 
sumers' “shopping lists" are 
reasonable prices and good 
service. With pricing, our 
objective is to be competi¬ 
tive with other stores offering 
comparable value on products 
and services of similar quality. 
With service, our intention 
is to be competitive in this 
as well; we want our cus¬ 
tomers to count on Safeway 
for consistently fast, friendly 
and reliable service. 

And finally, consume! * * 
want to shop in pleasant >m ■ 
roundings. They expect a 
supermarket to Ik* attractively 
designed, well-organized 
and-above all-clean. The 
store must be convenient to 
their homes or commute 
routes, too, with easy access 
and ample parking. Here 
again, we will continue 
to deliver. 

Consumers are the focal 
point of all we do. When they 
speak, we listen—and respond. 


expectations, shoppers still 
list many of the same criteria 
when asked to give their 
reasons for choosing a super¬ 
market. Those mentioned 
most frequently are: 

• Quality of perishables (fresh¬ 
ness, appearance, taste); 

• Convenience (location, 
hours, specialty departments 
and services, range of mer¬ 
chandise, access to 


supermarkets is the perish¬ 
ables operation. Produce tops 
the list, followed closely by 
meat. Because the presen¬ 
tation and selection of perish¬ 
ables vary considerably from 
one retailer to another, these 
departments provide good 
opportunities to differentiate 
our stores from our competitors'. 

In produce—which shop¬ 
pers have “rediscovered” for 












TO OPERATE 

Safeway does not want to bo 
in the mold that generally 
characterizes large, mature 
organizations. We will not accept 
the status quo and are 

AT THE 

encouraging our people to ask 
"wliy?"-to develop • "creative 
dissatisfaction" with institu¬ 
tionalized procedures that have 
outlived their usefulness. 

The company is leaner anti 

LOWEST 

stronger for the experience. 

BILJ®' 

COST 

1 ' ^ 

CONSISTENT 

We still haven’t found all the 
answers, but we know we 
are headed in the right 
direction. With aggressive 
cost-cutting policies and 
streamlined operations, we 

WITH 

are eliminating inefficiencies 
and improving effectiveness 
while finding ways to serve 
our customers better. 

Our goal is to run our 
operations at their simple best. 

PROVIDMG 

As the business environ¬ 
ment changes, so must the 
way we do business. We 
cannot afford to get bogged 
down in old habits when 
new opportunities present 

QUALITY 

themselves daily. 

Many people—including 
consumers, suppliers, politi¬ 
cians, even some of our own 
employees—don’t realize 1 

how slim profit margins are 

AND VALUE 

in the supermarket industry. | 

No matter how often we say 
it, a lot of them are surprised 
to learn that Safeway, like 
most large grocery chains, 
nets just under one cent 
on every dollar’s worth of 
merchandise sold. 


With so little room for 
error, economical operating 
procedures are a major factor 
in the success equation.To 
csm that slight but telling 
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edge over our competitors, it 
is not enough to simply 

i 






m 
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our employees that automated 
systems can expand horizons, 
simplify work, reduce bore¬ 
dom, create exciting new 
career opportunities and help 
Safeway serve customers bet¬ 
ter at lower costs. We want 
to be on the leading edge 
because new technology can 
give the far-thinking retailer 
a competitive edge. 

In some ways, we have a 
built-in advantage. Our dis¬ 
tribution system, for example, 
includes some of the most 
advanced warehouse storage 
and retrieval systems in the 
industry, and a truck fleet 
second to none. Efficient as 
these operations are, we in¬ 
tend to streamline them even 
further and realize significant 
savings in our merchandise 
handling costs. To that end, 
we are re-examining trucking 
routes and store delivery 
schedules to increase efficien¬ 
cy and reduce fuel expenses, 
and are combining deliveries 
and mixing loads to make 
maximum use of trailer space. 

In a related development, 
we have been encouraged by 
more favorable transportation 
regulations enacted in recent 
years. Under the provisions of 
a 1982 law, for example, 
longer trailers and heavier 
loads may travel over more 
portions of the interstate 
highway system and principal 
access roads in many states. 
Previously, certain states re¬ 
stricted trailer length and 
weight specifications to levels 
below federal standards. This 
meant separate, less efficient 
trucking equipment covered 
routes through these states - 

or carriers bypassed them 
altogether, increasing mileage 


eliminate unnecessary ex¬ 
penses; we must continually 
seek new and innovative 
ways of procuring, transport¬ 
ing and marketing the 
millions of tons of products 
we handle each year. 

While encouraging 
customers to look for quality, 
service and value, we’ve 
taken that advice to heart 
ourselves. Our own smarter 


best sense of where cost 
savings and greater efficien¬ 
cies can occur. Accordingly, 
we are developing more 
ways to elicit employee 
ideas—from all levels, in all 
positions. Evidence of the 
progress we are making on 
this front is considerable. 
Through the expense-reduc¬ 
tion program in our private- 
label operations alone, 


threshold of reaping huge 
benefits from the vast data 
they generate. The greatest 
potential of computer- 
assisted checkout systems 
lies in the development of 
more sophisticated methods 
of applying that data. Late 
in 1982 we organized a 
Scanner Market Research 
Group to speed analysis of 
item movement. Not only 
will this improve our mer¬ 
chandising strategies, it will 
also produce additional 
revenue as we sell valuable 
market information to 
interested suppliers. 

Safeway is among 13 pilot 
companies involved in the 
development of the Uniform 
Communication System 
(UCS), an electronic means 
of placing orders with ven¬ 
dors and receiving invoices. 
No paperwork is prepared 
until the transaction is corn- 


shopping means acting 
quickly on vendors' promo¬ 
tional offers and consoli¬ 
dating purchases of certain 
equipment, supplies and 
services. 

We’re modifying the roles 
of our buyers in tandem 
with these changes. Because 
they are responsible for 
spending by far the largest 
portion of our sales dollars, 
buyers can effect significant 
savings. We are training 
ours to be more discerning 
to ensure Safeway gets the 
best possible cost on every 

purchase. To enhance their 
effectiveness in this, we are 
equipping them with 
state-of-the-art information- 
management tools. 

We are convinced that those 
closest to a job have the 


employee input produced 
several million dollars in 
tangible savings during 1982. 

We also believe strongly 
in the potential of technology 
to help us increase efficiency, 
impf-ove productivity and 
reduce costs. 

With store scanner instal¬ 
lations expected to number 

nearly 500 by the end 

of this year, we are on the 


handsome dividends in the 
form of substantially lower 
energy use. More than one- 
third of our stores use 
computer-driven PMS to 
regulate and monitor power 
consumption. 

We realize that new tech¬ 
nology can pose a threat to 
the comfortable familiarity of 
doing things the old way. For 
that reason, we ate showing 







and fuel costs. For Safeway, 
the net result of the new 
law should be lower landed 
costs on much of the mer¬ 
chandise we buy. 

“Backhauls” improve the 
efficiency of our own truck 
operations considerably. Since 
passage of the Transportation 
Act of 1980, which effec¬ 
tively deregulated the trucking 
industry, grocery manufac¬ 
turers who use uniform 
delivered pricing systems 
have been permitted to grant 
us pickup allowances when 
we carry products from their 
depots to our warehouses. 
Safeway trucks that would 
otherwise return from store 
deliveries empty now bring 
back merchandise at lower 
delivered costs. 

We will vigorously pursue 
these and other opportunities 
to reduce operating expenses. 
Everything we do to cut 
costs—without weakening 
our commitment to give 
customers service, quality and 
value-goes straight to the 
bottom line. 


TO BE 

INNOVATIVE, 

AGGRESSIVE 

AND 

PRODUCTIVE 















consumer interest—and con¬ 
siderable attention within 
the supermarket industry. We 
are learning much from these 
stores and are incorporating 
this knowledge into our conven¬ 
tional merchandising plans. 

Similarly, through our 
warehouse-type food stores, 
discount liquor outlets and 
in-store tortilla bakeries we 
have gained valuable insights 


promise of succeeding 
elsewhere can be spread 
quickly throughout our 
operating areas. 

Some of our most innova¬ 
tive merchandising concepts 
have been developed through 
this experimental process. 
Our natural foods centers, 
service cheese shops, ex¬ 
panded wine sections, phar¬ 
macies, cosmetic centers and 
full-line floral departments 
all began as pilot installa¬ 
tions. All have since pro¬ 
liferated rapidly throughout 
the company following initial 
consumer acceptance in 
various test markets. 

We have alsr ken the 
lead in aluminum recycling 
and magazine advertising, 
and have begun a compre¬ 
hensive analysis of in-store 


agreement with a leading 
chain store operator in 
Mexico, management assis¬ 
tance contracts in the Mid¬ 
east, and an association with 
a major trading group in 
Japan. The latter accord pro¬ 
vides for mutual import- 
export activities and a formal 
information exchange pro¬ 
gram between Safeway and 
four leading Japanese retail 


firms. This should speed 
development of our small but 
promising private-label 
export operation and help ex¬ 
pand our long-standing 
import activity. 

Like other dynamic com¬ 
panies, we view change as 
an ally rather than an adver¬ 
sary. It stimulates new 
thinking and inspires fresh 
ideas. It also provides us 
with an opportunity to 
improve our competitive 
position; when we anticipate 
change and respond quickly 
with a good idea, we have 
the distinct advantage of 
being first. 

Perhaps the most visible 
evidence of this commitment 
to progress is our aggres¬ 
sive pursuit of new store 
formats. Three of our newest 
superstores—one in Okla¬ 
homa, two in Texas—depart 
radically from traditional 
architecture with bold, open- 
girder construction and 
futuristic interior design. A 
fourth version of this revolu¬ 
tionary concept will open 
next fall in California. (See 
page 32 for more about 
these stores.) 

Two other experimental 
formats, specialty gourmet 
stores and “farmers mar¬ 
kets,” have also evoked 


In recent years Safeway has 
come to be known as one of tha 
industry's leading innovators. 

We are pioneering concepts to¬ 
day that may well become 
retailing standards tomorrow. 

Our broad geographic 
expanse enables us to test 
creative new ideas in a vari¬ 
ety of social and economic 
environments. Ideas that work 
in one region and show 


financial services. We expect 
approximately 250 automated 
teller machine ( AT M) instal - 
lations by year-end. 

Beyond our U.S. borders, 
we continue to explore innova¬ 
tive approaches to further 
participation in foreign mar¬ 
kets. In addition to our long- 
established retail operations 
in Canada, Europe and Aus¬ 
tralia, we have a joint venture 


have been 
particularly successful in 
this regard; they are now our 
fastest growing specialty 
stores. 

The success of Liquor 
Bams typifies the aggressive, 
action-oriented perfor¬ 
mance prevalent in today’s 
Safeway. To generate addi¬ 
tional sales as the marketplace 
becomes increasingly seg¬ 
mented, we must find creative 
new approaches to customer 
satisfaction. This involves 
an element of risk, not only 
for the company but for 
those who bring ideas forward 
and struggle to turn them 
into reality. With the Liquor 
Barn experiment, we gave 
our people virtual autonomy 
and encouraged them to take 
whatever prudent risks were 
necessary to make the concept 
work. We will continue to 
seek out and reward those 
who translate ideas into action. 

Although diversification 
figures prominently in 
Safeway’s future, our primary 
focus will continue to be on 
what we do best: grocery 
retailing. Every day some 
four million customers pass 
through our doors to buy food 
and other household necessi- 






ues. 10 increase sales m these 
categories and draw atten¬ 
tion to related offerings, we 
are encouraging the use of 
new themes and innovative 
merchandising techniques 
that put flair and excitement 
into our stores. Grocery shop¬ 
ping should be fun, and can 
be with creative promotions 
and appealing displays. 

To he of practical value 


TO ATTRACT 


in our low-margin business, 
imaginative concepts and 
aggressive marketing plans 
must be productive. We are 
making sure that all our 
people — from merchan¬ 
disers to store managers to 
accountants to truck drivers 
to checkout clerks-are 
continually aware of the 
"productivity consequences" 
of everything we do. 

The key to increased output 
is a well-trained, highly 
motivated workforce. Time 
and money spent showing 
employees how to do their 
jobs well—and encouraging 
them to find ways to do 
them better- will do more to 
improve productivity than all 
our investments in new 
technology and modem 
equipment. 


PEOPLE TO 

OPERATE 

OUR 

COMPANY 








Hiring the right people is 
just the beginning. Once on 
board, our employees must 
be trained, motivated and 
challenged to produce the 
excellent results we seek. 
This job never ends. Safeway 
managers at all levels are 
encouraged—and expected 
—to cultivate an atmosphere 
in which employees can 
realize their full potential. 
Beyond self-fulfillment for 
our people, a supportive 
environment can create 
beneficial long-term effects 
for the company. In such a 
climate, employees tend to 
achieve greater output-and 
a workforce characterized by 
exceptionally productive 
people provides a decisive 
competitive advantage. 

Closely related to training 
and development is employee 
evaluation—another area we 
are emphasizing. Our people 
want to know where they 
stand. To make sure they 
receive timely feedback, we 
plan to see that all employees 
have performance appraisals 
at least once a year. 

Our experience shows that 
employees want to perform 
well and work hard to help 
achieve company goals - 
when they know what is 
expected of them. In the 
months ahead, we will ask 
our people to direct their 
individual efforts toward 
attainment of Safeway’s 
mission and objectives. 

We are also working on 
better ways to assess candi¬ 
dates for promotion. The 
Retail Career Development 
Center (RCDC) program, in 
effect throughout the United 
States, puts assistant store 
managers under the watchful 
eyes of trained observers for 
several days as they perform 
duties simulatir ihose of a 
store manager. R^C is one 
of the most productive 
assessment programs we 
have-not only because it 
helps participants better 
understand their own 
strengths and weaknesses, 
but because it gives Safeway 


The employaes pictured in this 
report are among the tens 
of thousands Saieway has hired 
over the years to help tha com¬ 
pany grow and prosper. They are 
people-bright, friendly and 
effective people-serving other 
people. Without them, Safaway 
is littla more than bricks, murtar 
and inventory. 

Simply attracting em¬ 
ployees is not difficult, espe- 


wish to join us. Beyond the 
usual qualifications required 
of applicants for jobs in the 
industry, the prospective 
Safeway employee must com¬ 
plete <m intensive interview 
process—and for some posi¬ 
tions, a rigorous battery 
of tests. 

We take these extra steps 
for good reason: The success 
of our stores, warehouses 


the objective information 
needed to fairly evaluate can¬ 
didates for promotion. 

In all of these activities, 
our commitment to equal 
opportunity governs—not 
just because it's required 
by law; not only because it 
represents good corporate 
citizenship; and not simply 
because we feel a moral 
responsibility to do so. We 


see many 
job-seekers drawn by 
Safeway’s reputation for 
paying good wages and pro¬ 
viding solid benefits. 
Attracting quality people 
is something else. We need 
people who enjoy serving 
people. We need people who 
are quick to learn, eager 
to take on challenges and 
responsibilities; people with 
the initiative to work without 
always being told exactly 
what to do; people who 
take pride in the fact that 
as Safeway employees, they 
help satisfy one of mankind’s 
most fundamental needs. 

To fill our ranks with more 
men and women who fit that 
description, we have set high 
standards for those who 


.- r -almost 

entirely on the caliber of 
people who staff them. In 
the stores, especially, it only 
takes one employee to "make 
or break” us in the eyes of 
a customer. A single thought¬ 
less remark or discourteous 
act can undo in a moment 
all the good will thousands 
of our people have worked 
years to build. 


practice equal opportunity 
for sound business reasons. 
Hiring and promoting solely 
on the basis of individual 
ability, initiative and demon¬ 
strated performance pro¬ 
duces a stronger, more 
effective workforce. It also 
ensures maximum utilization 
of our richly diverse pool 
of human talent. When we 
create competition for 
advancement by considering 
every employee, we promote 
better people. 

Another goal of our per¬ 
sonnel practices is to enable 
employees to share in the 
success they make possible. 
Although contract provisions 
and work rules sometimes 
get in the way, our ultimate 
aim is to compensate our 
people to the extent they 
make the company prosper. 

In many of our operating 
areas, the biggest challenge 
ahead is to compete success¬ 
fully against a growing 
number of operators whose 
wage rates are lower than 
ours. We will continue to work 
with union leaders to remain 
competitive and thereby 
further our mutual interests. 
Our goal is parity, an equal 
footing in labor costs with 
competitors. As Safeway 
prospers, so do our people. 





TO RETURN 
VALUE 
TO STOCK¬ 
HOLDERS 
THROUGH REAL 
EARNINGS 
GROWTH AND 
A STRONG 
FINANCIAL 
POSITION 


The individuals (and institutions) 
who own some 26 million shares 
of Safeway common stock 
expect results. They expect short¬ 
term results to support dividends, 
and long-term results to protect 
their equity in the company. 

Safeway's entire strategic 
management process is 
designed to produce results. 

It is a comprehensive system 
of examining ourselves 



and the environments that 
affect us; of developing 
goals, action plans and time¬ 
tables; of implementing those 
plans and measuring their 
effectiveness. 

The framework for this 
process, more than a year in 
the making, was introduced 
to key executives at their 
annual meeting in September. 

Safeway's 1982 perfor¬ 
mance-though reflecting 
operational plans more 
than the strategic ones we 
are developing now— 
demonstrates our ability to 
produce the results investors 
expect. Sales, profits and 
return on equity were all 
higher-in real terms, not 
inflated ones—than in 1981. 

The closing price of a 
Safeway share on the New 
York Stock Exchange at 
year-end was $45.75, up fr< ,n 
$26.50 at the end of 1981. 

The second half of 1982 was 
bullish for th„ entire market 
and for the supermarket in • 
dustry as a whole, but our 
stock was not merely riding a 
wave of good news on Wall 
Street. The Dow Jones index 
increased 19.6 percent 
between January and Decem¬ 
ber, while the market value 
for Safeway shares went up 
more than 72 percent. 









average. Population growth 
in Alberta and British 
Columbia, for example, is at 
annual rates of 3.5 percent 
and 2.5 percent, respectively, 
while Canadian census officials 


represent about 40 percent 
of our assets. Inventory 
management does not neces¬ 
sarily mean drastic inventory 
reductions—certainly not 
those that create out-of-stocks. 


at their December meeting, sively remodel about 90 others, 

to approve a dividend We invested about the same 

reinvestment and stock amount in 1982, adding 

purchase plan. It will permit 153 new stores and increas- 
shareholders to reinvest their ing total sales area to more 
dividends in additional than 66.8 million square feet, 

shares at a discount, and At year-end, Safeway oper- 
enable them to purchase up ated about 1,800 conventional 
to $5,000 worth of stock supermarkets (averaging 
during any quarter without nearly 24,000 square feet), 
paying a commission. Subject and more than 500 super- 
to regulatory approval, stores (at an average of some 

the plan will go into effect 40,000 square feel). We also 
at the end of the second operated 81 Food Bams, 

quarter of 1983. 67 Liquor Bams and eight 

In itself, 1982’s perfor- other sp '.cialty stores. The 

mance only hints at Safeway’s majority of our stores are in 
potential as an investment. growth areas. Based on 
Sustained strong perfor- recent Chase Econometrics 
mance depends on two criteria: data on Standard Metropoli- 
expanding real sales and tan Statistical Areas (SMSAs) 
building real earnings. in the U.S., for example. 

Supporting real earnings Safeway had stores in: 
growth requires an expanded • seven of the lop 10 ranked 


project overall national popu- It does mean more attention 
lation growth at about one to efficient store stocking 
percent annually through 1985. plans, to dependable deli- 
Growth areas like these veries, to good ordering, to 
help ensure a satisfactory prudent forward buys, to 
return on investment. special manufacturers’ offers 

ROI, in fact, figures promi - — things that help us give 

nently in hundreds of decisions customers what they want at 

Safeway’s management makes the low prices they like, 
every day. For example, it Indicative of the progress 
prompts investments in tech- we’re making is the fact that 
nology, equipment and pro- during 1982, we were able 
grams to improve productivity to hold average weekly inven- 
—things like scanners, elec- tones even with the previous 

tronic ordering devices, power year, despite a net increase of 
management systems and more than 1.3 million square 

mechanized warehouses. feet of retail store space. 

It will also play a decisive More effective cash 
role in any action Safeway management is another item 
takes to divest itself of a high on Safeway’s revised 

losing operation. Although ROI agenda. We have made 
the company will infuse some significant changes in 

capital into operations that this area. For example, we 
have good prospects, we will implemented a computer- 








based data collection system 
to consolidate and report 
store deposit information. 
Modern cash manage¬ 
ment practices that take 
full advantage of advanced 
automated systems make 
our funds work harder, 
reduce interest expense and 
increase investment 
opportunities. With interest 
rates at high levels, we 



will continue taking advan¬ 
tage of new services 


and developments in this 
dynamic area. 

Similarly, we are keeping 
abreast of emerging tech¬ 
niques and instruments to 
ensure that we obtain capital 
at the most flexible and 
attractive terms available. 

Of course, what we ulti¬ 
mately spend on financing 
depends on how the rating 
agencies judge our credit- 
worthiness. Their judgment, 
in turn, is based largely on 
performance. 

Safeway's nsults-oriented 
management planning pro¬ 
cess will keep us focused on 
short-term gains while aiming 
at long-term prosperity- 
measuring results as we go. 
And that is precisely what 
our stockholders expect: 
results—today, next month 


TO FORGE A 
PARTNERSHP 
AMONG ALL 
EMPLOYEES 
TO SUSTAIN 
THE GROWTH 
AND VITALITY 
OF OUR 
COMPANY 







Safeway grew from entrepre¬ 
neurial roots. We continue to 
foster the pioneering spirit, so 
much a part of our heritage, 
emong our 156,000 employees. 

We want each of them to 
ask questions, make sugges¬ 
tions and exercise indepen¬ 
dent judgment to find more 
effective ways of serving 
customers, increasing sales 
and making profits. 


it holds great potential. 

When a company is small 
and just beginning to struggle 
for success, a sense of part¬ 
nership comes naturally. 
People talk to one another 
in straightforward, face-to- 
face encounters. The impact 
of each individual on the 
group’s performance is evi¬ 
dent to all. Problems 
surface quickly and are 


It holds a team together. 

Late in 1982, Safeway re¬ 
organized its “people" 
operations—personnel, 
management development 
and training, industrial 
relations, and communications 
—under a single “human 
resources group” umbrella. 
This group is now concen¬ 
trating its coordinated efforts 
on strength ening the Safeway 



The company is committed 
to help employees bring out 
the best in themselves—to 
learn to appreciate the 
meaningful nature of the 
work they do and take pride 
in it. Food distribution is a 
noble enterprise. As Safeway 
employees, our people have 
every right to be proud of the 
role they play in the world’s 
finest, most efficient food 
delivery sys tem. 

Those who understand the 
significance of what we do, 
and what their accomplish¬ 
ments bring to the system, 
naturally take personal pride 
in doing their work to the 
best of Afcir ability. 

Safeway’s plans for attract¬ 
ing, developing and reward¬ 
ing bright, friendly and 
effective people recognize 
the importance of the indi¬ 
vidual. To meet the challenge 
of excellence inherent in our 
mission, however, we must 
weld individuals into an 
effective, mutually-supportive 
team. We must fuse Safeway’s 
workforce into a solid part¬ 
nership of shared interests 
based on pride, trust and 
cooperation. 

Channeling the energies 
of a team this size in a 
single direction is an awe¬ 
some challenge—but 


resolved with dispatch. 
Questions arise and people 
seek answers together, driven 
by common purpose. 

But as organizations grow, 
lines of communication 
stretch. Barriers emerge. 
Messages from the top some¬ 
times become garbled as 
they filter down. Ideas from 
below often get lost in the 
daily routine of doing busi¬ 
ness. It can happen in any 
large organization. 

At Safeway, we are dealing 
with this perennial problem 
by intensifying the focus 
on communication among our 
employees. Effective 
communication is the route 
to a real partnership, in indivi¬ 
dual relationships as well 
as in formal programs. It 
flows up, down and sideways. 


partnership, emphasizing 
programs that elicit open, can¬ 
did dialogue between 
employees at all levels of 
the company. 

To supplement corporate 
programs, we encourage 
managers throughout 
the organization to continue 
developing grass-roots 
projects that enhance com¬ 
munication and team-building. 
Examples range from “listen¬ 
ing” and “right to be heard” 
programs to sounding boards, 
quality circles and casual 
breakfast meetings. 

Underlying all of these 
efforts is a desire to show 
employees how their indivi¬ 
dual roles mesh with the 
rest of the operation. This 
awareness grows as employ¬ 
ees lay the foundation of 


understanding by solving 
problems, resolving conflicts, 
raising questions and finding 
answers. 

It also grows as supervisors 
take the time, and develop 
the trust necessary, to explain 
to their people what the 
company is doing and where 
it is going. 

These forums, with formal 
corporate prog.-ams to rein¬ 
force them, pave the way to 
excellence. 

And excellence, pure and 
simple, is our standard. To 
achieve it, we must be com¬ 
petitively superior. We must 
reach, and sustain, levels of 
performance that are too 
high for the rest. 

To borrow from a descrip¬ 
tion expressed by ballet 
choreographer Arthur 
Mitchell, excellence requires 
the highest possible technical 
knowledge and skills. It 
takes a realistic assess¬ 
ment of strengths and weak¬ 
nesses. It takes imagination, 
vitality, energy and an 
intense urge to achieve 
the absolute finest in what¬ 
ever we attempt. It takes 
unrelenting work and 
disciplined focus on the 
tasks at hand. 

That is Safeway’s challenge, 
and we welcome it. 









THE WORLD Of SAFEWAY 
As of fiscal year-end, Safeway 
and its subsidiaries operated 


Canada, the United Kingdom, 
West Germany and Australia. 
During the year, we opened 15 









THE WORLD OF SAFEWAY 
As of fiscal year-end, Safeway 
and its subsidiaries operated 
2,454 stores in the United States, 
Canada, the United Kingdom, 
West Germany and Australia. 
During the year, we opened 153 
new stores, including 38 Liquor 
Barns and two Bon Appetit 


® “ Safeway Limited has 

been the leading food retailer 
in the western and central 
provinces. Prospects for the 
future are continued steady 




Safeway Supermarkt 
GmbH has built a 
loyal customer following on 
the strength of popular 
delicatessens and superior 
perishables. Three new 
stores were opened last year, 

1 on the way 


with twi 
in 1983. 




> 


a rg a Australian Safeway 
Limited serves three 
principal metropolitan areas 
—Melbourne, Sidney and 
Brisbane. Its customers are 
iffered a variety of shopping 
environments, from large 
superstores to discount- 
ype stores. 
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Result! of Operations 

Consolidated sales increased by 6.3% in 1982 to $17.63 billion 
from $16.58 billion in 1981 and $15.10 billion in 1980. The 
sales increases for both 1982 and 1981 exceeded the rate of 
inflation for food in the U.S., reflecting improved real sales. 
Sales in 1982 were, nonetheless, adversely affected by the 
continued recession, the peso devaluation in the company’s 
Mexican border areas, the declines in foreign currency values 
m countries where the company operates, and the closure 
of the Omaha Division. 

Gross profits as a percent of sales were 22.7% in 1982 
21.9% in 1981 and 21.8% in 1980. The charge to cost of 
sales from applying the LIFO method of valuing certain 
inventories was $13.1 million for 1982, compared to $20.2 
million in 1981 and $45.5 million in 1980. The decreases in the 
LIFO charge were principally due to lower inflation in the 
Pnces the company pays for merchandise. 

Operating and administrative expenses increased to 20.7% 
of sales in 1982 from 20.3% in 1981 and 19.9% in 1980. The 
rate of increase in 1982 and 1981 exceeded the rates of sales 
increase for those years; however, increases in operating and 
administrative expenses have slowed as a result of extensive 
cost control measures. 

Interest expense in 1982, although moderated by declining 
interest rates, increased to $129.5 million from $120.4 
million in 1981 and $99.6 million in 1980. The increase in 
1982 was principally due to new long-term borrowings while 
the increase in 1981 was due to both higher overall levels of 
borrowing and higher interest rates. 

, °*f “Koine for 1982 included a pre-tax gain of $5.4 milUon 
from the closure of the Omaha Division, comprised of gains 
on sale of properties offset by the division’s operating losses 
and other closure expenses. 

The provision for income taxes as a percent of pre-tax 
income was 35.7% in 1982, compared with 34,9% in 1981 
and 36.6% in 1980. Investment tax credits were 10.2%, 10.5% 
and 8.6% of pre-tax income in 1982,1981 and 1980, 
respectively. 

Net income reached a record $159.7 million in 1982, up 
from $108.3 million in 1981 and $129.1 million in 1980. The 
increase in 1982 of 47.5% was a result of improved real sales, 
improved gross profit margins and measures taken to control 
operating and administrative expenses. Also, the comparison 
of 1982 earnings to 1981 includes the effect of the earlier 
year’s prolonged price war in the company’s East Coast 
trading areas. 

See Note 0 for further information on the effects of 
inflation and changing prices on operating results. 

Liquidity 

Consolidated working capital increased to $218 million in 
1982, and the current ratio improved to 1.16 from 1.08 at year- 
end 1981 and 1.10 at year-end 1980. If all inventories were 
stated on a FIFO basis, the company’s current ratio would 
have been 1.36,1.29 and 1.32, and working capital would 
have been $508 million, $389 million and $370 million at 
year-ends 1982, 1981 and 1980, respectively. 


In 1982, the company replaced its domestic credit lines with 
revolving credit agreements end credit lines with “evergreen” 
features which continually extend the expiration of the lines to 
be 13 months in the future. The aggregate domestic credit 
lines at year-end 1982 were $435 million and these lines 
support the company’s commercial paper borrowings. 

Commercial paper and bank borrowings outstanding 
averaged $289 million in 1982, $252 million in 1981 and 
$182 million in 1980. The average interest rate paid on 
consolidated short-term borrowings declined in 1982 to 
12.9%, from 16.1% in 1981 and 13.3% in 1980. 

Capital Resources 

Capital expenditures were $512 million in 1982, as compared 
with $518 million in 1981 and $493 million in 1980. 

These expenditures were mainly for new and remodeled 
stores. New stores opened in 1982 numbered 153, including 
38 new “Liquor Bam” stores and 8 new “Food Bam" discount 
food stores. Stores closed in 1982 were 176, including 65 
stores in the closed Omaha Division. Total retail store square 
footage increased to 66.8 million in 1982 from 65.5 million at 
year-end 1981, despite the number of closures. The mix of 


Conventional supermarkets ' 1,769 23761 

Superstores (over 35,000 sq.ft.) 529 4o'771 

Food Bams 81 22,716 

Liquor Bams 67 18>746 

Other specialty stores t 3 14^5 

Total stores and overall average _ 2,454 27,227 

Purchases of fixtures and equipment amounted to $231 mil¬ 
lion m 1982, $223 million in 1981 and $212 million in 1980. 

. “> * 983 > w* company plans to make capital expenditures 
of $500 million, close to the amounts for the previous two 
years, and new store openings are projected to be 153. 

Major sources of capital financing were funds provided from 
operations, sale/leaseback financing and mortgage financing. 
Sale/leaseback and mortgage financing provided $178 million 
m 1982, $184 million in 1981 and $121 million in 1980. In addi¬ 
tion, $28 million was received in late 1982 under medium- 
term notes and is to be used for equipment purchases in 1983. 

In late 1982, the company invested $36 million in the pur¬ 
chase of current and future tax benefits through tax leases. The 
tax benefits purchased are treated as timing differences for 
financial statement purposes. However, the transaction will 
result in projected tax savings of $68 million through 1986 
followed by tax payments of $39 million extending through 
1997, thus providing funds at an effective borrowing rate of 5%. 

In 1983, the company may seek new long-term debt 
financing of up to $200 million. Also, a dividend reinvestment 

plan, to commence with the second quarter dividend of 1983, 

should provide for new investment in the common stock of 
the company. 





Cost of sales 


Gross profit 


Operating and adminis trative i 
Operating profit 
Interest expense (Note D) 
Other (income), net (N ote E) 


286.810 

99,614 


Income before provision for income taxes 


Pro vision for income taxe s (Note F) 

Net Income (per share: $6.11, $4.15 and $4.94)~ 


etairied earnings at beginning of period 
ash dividends on common stock 
(per share: $2.65, $2.60 and $2.60) 


(67,900) 


Additions resulting from stock acqui sitions 


(67.900) 

_„,_ 16 

$ 1,124,981 $ 1,034,549 $ 994.165 


: accompanying! 


i consolidated financial statements. 










For the 52 weeks ended January 1,1983, the 52 
Safeway Stores, Incorporated and Subsidiaries ( 


2 weeks ended Jani ary 2,1982 
i (thousands) 


and the 53 weeks ended January 3,1981 


Add charges (credits) to income not requiring funds: 
Depreciation and amortization 
Increase in accrued claims and other liabilities 
Increase (decrease) in deferred income taxes 
Total funds provided from operations 
Additions to long-term debt 
Retirements or sales of property 
Exchange rate effects on property and long-term d ebt 
Total funds provided 

Funds used: . 

Additions to property 
Payments on long-term debt 

Cash dividends on common stock 
Cumulative translation adjustments 
Addition to excess cost of Investment in subsidiaries 
_ over net assets at date of acquisition 
Ottier uses, net 

■ •■■■ Total funds u sed . ■ 

Incase (decrease) in working capitaHN oteJ) 

See accompanying notes to consolidated financial stateme 


1,283 

4,4 78 

631,495 

$(12,937) 








Austi 

19B2 

1981 

1980 

Current assets: 

Cash 

Receivables 

Merchandise inventories (Note A): 

FIFO cost 

Less LIFO reductions 

$ 63,808 

73,105 

1,627,440 

289,450 

$ 44,075 

72,180 

1,496,775 

276,339 

$ 115,758 
56,633 

1,269,560 

256,093 

Prepaid expenses and other current assets 

1,337,990 

142,642 

1,220,436 

128,984 

1,013,467 

83,809 

Total current assets 

1,617,545 

1,465,675 

1,269,667 

Other assets: 

Licenses, notes receivable and investments 

Deferred income tax charges 

Excess cost of Investment in subsidiaries over net assets 
- at date of acquisition, less amortization 

49,616 

7,220 

14,301 

40,814 

16,234 

31,775 

2,859 

Total other assets 

71,137 

57,048 

34,634 

Property: 

Land 

Buildings - 
Leasehold improvements 

Fixtures and equipment 

TVansport equipment 

Property under capital leases 

174,623 

279,736 

403,413 

1,610,584 

165,761 

1,140,436 

159,113 

232,139 

375,407 

1,497,632 

155,189 

1,187,204 

138,201 

176,631 

363,143 

1,336,333 

161,763 

1,217,075 

' ■■ . ■' 

Less accumulated depredation and amortization 

3,774,553 

1,572,602 

3,606,684 

1,477,092 

3,393,146 

1,363,906 

Total properly, net 

2,201,951 

2,129,592 

2,029,240 

Total assets 

$3,890,633 

$3,652,315 

$3,333,641 


See accompanying notes to consolidated financial statements. 
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868,143 726,429 

136,628 129,457 

























Biota ft-Summary of Significant Accounting Policies ~ 

Fiscal Year: 

The fiscal year for the company and its Canadian subsidi- 
on the Sa ‘ u rday nearest to December 31. Fiscal 
year, of overseas subsidiaries follow a similar pattern but 
generally end on the Saturday nearest September 30 to allow 
sufficient time to gather information from overseas for U S 
reporting purposes. 

Basis of Consolidation: 

Consolidated financial statements include the accounts of 
f''* u , bs l d . larles ex «pt a minor overseas subsidiary which is 
included in investments at the amount of equity in net book 
h™ A l H ln t terC °T mpany transactions have been eliminated 
m consolidation. Investments in affiliates which are not 
1222 own , ed are included in the financial statements at 
the company s equity therein. 

Interest Expense: 

Interest cost incurred in connection with construction in 
Sta£2f f S t ?n‘ tahzed , i A accordance with the provisions of 
Statement of Financial Accounting Standards No 34 

Translation of Foreign Currencies: 

cL a 2° r a a v e To th Statement of Financial Accounting 
Standards No. 52, assets and liabilities of the company’s 
T transiated intc U.S. dollars at fiscal 

Translation adjustments are accumulated in a separate 

adj; .stments.” Gains oH^esfromfore^ncuiren^trsms^ 0 

stssgsaSr^ 

Provision for ..icome Taxes: 

The company provides for deferred income tax charges and 
te.^/ eS a tmg from ‘ lm ! n 8 differences in the recognition of 
222/- T? Xpe ?. se ? for *£ ancial re P°>*ing and income tax 
S d . ,ffere ” ce8 arise Primarily from the 

22,l?f2 ted d ® prec . m ' ,on for tax purposes and from the 
of c.aims and capitalization of leases for financial 
2 2 purpo8es - investment tax credits, excluding credits 

nmvi‘^ d ° ther companies Plough tax leases, reduce the 
provision for income taxes in the year in which the credits arise. 

1 he cost of tax credits and other tax benefits acquired from 
other companies through tax leases is capitalized as an invest¬ 
ment and reduced as the investment is recovered by realized 
tax savings. The portion of the investment in excess of 

£ X Sav u r * s wi " be char 8 ed t0 income in periods 

when the company has realized cumulative positive cash 
flows from the transaction. Deferred taxes are provided for 
differences between taxable income and financial reporting 
income that arise from ths transaction. 


Net Income Per Share: --- 

Wniin°h m 2 er 3hal ' e is dete ™ined by dividing consolidated net 
d/ri/g the ye e ar Verage nUmb£r ° f COmmon shares outstanding 

Merch«mHsa InvsntorlB-: 

Approximately 60% of consolidated merchandise inventories 
vilu« U nn,Tipnl t ' in ’ firSt '° Ut <LIF0) basis ‘ inventoriJs net 
2“ f d f* Valued at the lower °f cost on a 

b f!? or replacement market. Inven- 

$45,467,(500 m 1980. In both 1982 and 1981, fourth-quarter 

Thii£r ' nethpd . for •*« full year as determined at year-end. 

increased fourth-ouarter pre-tax eamintr« i«, 
$12,603,000 in 1982 and $12,154,000 in 1981 8 b> 

Eitoiii Coil of Inveatment In Sufcildlerfes: 

at rt/^T 8 / 08 * of . il ?Y estment in subsidiaries over net assets 
at the date of acquisition is being amortized and charged 

TuJ-^i 1 ° " L 3tfa ight ' line h 38 * 8over20 years 

Z^thI y e J°r gare theprindpal retes of depreciation used 

Stores and otlier buildings 2% to 5% 

Fixtures and equipment 5 to 20% 

TYansport equipment 12fctol6%% 

Leasehold improvements include buildings constructed jn 
teased land and improvements to leased buildings. Buildings 

^ssswassassttsat 

?i l e mm< ? r lm F‘°vements are amortized over 
the shorter of the remaining period of the lease or s'x years 
thika« rty a Under < 5 ap 2 Ieases is mortized over the terms of 

at year-ends 1932,1981 and I960, respectively. ’ 

»sss5a3s» 

S add m 0nal pald ' m f aplU - Furthermore, any tax benefit to 

Stock Spilt: 

On February 23,1983, the company declared a 2-for-l split 
of common shares, to be accomplished by a 100% stock distri- 

reflect th^stock s“ ' ^ Subsequent report8 






Hate B-Change In Accounting for Foreign Currency Trantlatlon 

In 19 82 the company changed the method of accounting for 
translation of foreign currencies to conform with Statement of 
Financial Accounting Standards No. 52. Under this standard 
most of tile effects of exchange rate change, .elated to jet 
assets located outside the United States, p.'evioush- included 
m income, are now recorded in stockholders' *»iy. In addi- 
hon, certain balana sheet accounts, primarily inventories 
f„ nd P«v‘oi. 3 ly translated from foreign currencies 

latedafyear^end rates!° nC ^ exchiSI,ge rates ’ are aow .* nM ' 
r „J! 1 t e “ nsolidated financial statements and summaries were 
restated .or prior years to reflect the new accounting method. 
Nftmcorne decreased by $6,272,000 (24C per share) for 
1981 and mo-eased by $9,770,000 (37« per share) for 1980 
as a result of the restatement. The cumulative effect of 
KS accounting me,eased retained earnings by 
$27,^60,000 at year-end 1979. 

“Cumulative translation adjustments" in stockholders’ 

(in thousands^ 38 f ° !l ° WS 38 3 reSU,t<rf transiation adjustments 
Balance, year-end 1979 

1980 adjustments $(45>448) 


Balance, year-end 1980 , msTZT- 

1981 adjustments _ 

Balance, year-end 1981 IrrHu) 

1982 adjustment s K 4 | 

Balance, year-end 1982 _ $(96,042) 

The aggregate net gains (losses) on foreign currency 

m “ u< *ed * n ne * income were $(2,399,000) in 1982 
$(239,000) in 1981 and $968,000 in 1980 ’ 

Mote C-Employso Rstjwwirit and Profit-Sharing Plena 

any hme, for eligible employees not covered by other plans to 
which the companies contribute. The company also has a 
supplemental pension plan for senior executives. The aggre- 
9“ a *‘8® s to income for all such plans were $17,390 000 
m 1982, $18,815,000 in 1981 and $22,395,000 in 1980 The 
company’s practice is to contribute the full normal cost each 
year as determined using the aggregate method. The aggre- 
gate method does not deal separately w L h past service cost, 

foSsssnSr.rfSSas’ 

and 1979 were $169,382,000, $157,288,000 and $150,195000 
?9 77 V A e non be r efltS 3nd $4 ' 397 -°°°. $2,499,000 and 
• '0.000 as to nonvested benefits, respectively. The net 
« f « at 1,1086 dEtes amoun led to 

$3i-2,003.000, $311,483,000 and $247,083,000, respectively 

The assumed race of return for determining the actuarial 

asssfi-ir 


. m assumptions for determining the 1982 normal cost. 

*| e cnn’Pany’s foreign retirement plans and supplemental 
pension plan for senior executives are not required to report 
k> u.s. governmental agencies pursuant to the Employee 
’ Retirement Income Security Act. Accordingly, the actuarial 
present value of accumulated plan benefits has not been deter¬ 
mined for those plans. The net assets of foreign plans are suf¬ 
ficient to fund vested benefits. The company has purchased 
cost-recovery life insurance to fund its obligations under 
the supplemental pension plan for senior executives 
Contributions charged to income for various pension plans 
“"R® r “ n ‘ on contracts were$115,991,000in 1982, 
$106,394,000 in 1981 and $99,131,000 in 1980. Under U S 
legislation regarding multi-employer pension plans, a com¬ 
pany is required to continue funding its proportional share of 
, aplaos Un i u ” ded T es ? ed benefits in ‘he event of withdrawal 
(as defined by the legislation) from a plan or plan termination. 

1 he company participates in approximately 40 multi¬ 
employer pension plans and the potential obligation as a 
participant in these plans may be significant. However, the 
information required to determine the total amount of 
this contingent obligation, as well as the total amount of 
i accumulated benefits and net assets of such plans, is not 
readily available. 

Contributions charged to income for the company’s U.S 

7a7^ e m P 0 T flt sharing plans were ®M,131,000 
in 1982, $8,747,000 in 1981 and $11,775,000 in 1980 
• The company set aside $5,1.49,000 in 1982, $2,073,000 
m 1981 and $2,070,000 in 1980 for contribution to a U.S. 
employee stock ownership plan which was made possible by 
additional investment tax credits authorized by tax legislation. 

Kota P—Interest Eipanta 

Interest expense consisted of the following (in thousand s); 

———,— - ■ ■ ■■ ' ' 1882 1981 Tflfin 

Obligations under — 

^ rapitaHeases $ 71,238 $ 73,045 $ 73,057 

Notes and debentures 27,176 14,657 10 431 

Commercial paper and ' 

other short-term 

Ptw r °' VingS 37 ’ 948 40 ’ 982 24 .201 

— er ___ 3,265 2,707 1,734 

Lesscapitalized 139 ’ 627 131 ’ 391 109 ’ 423 

interest 10,143 int'cs QonQ 


37,948 40,982 24,201 

3,265 2,707 1,734 

139,627 131,391 109,423 


$129,484 $120,393~ $ 99,614 


Kota E-Closure of die Omaha Division 


In March 1982, the company discontinued operation of its 
Omaha retail division, comprised of 70 store s and related dis¬ 
tribution racihties in eastern Nebraska and western Iowa, 
hive stores were transferred to other divisions and continue to 
operate, while 65 stores were closed. 

Other income for 1982 includes a pre-tax gain of $5.4 million 
resulting from the closure of the Omaha Division, while the 
per share) Cr 6Slimated *** benefits was $6.2 million (24c 






Mote F-Taxes on Incom e~ ---- 


Cuirent provision: 
Federal (benefit) 
Foreign 
State 


$13,609 $(10,886) $13 590 

57,974 68.731 52643 

9.536 4.400 7 ,343 


--4,400 7,34' 

Total current o, 11Q rr—— -- — - 

n T~,-—-_gU 19 62,245 7 3.576 

Deferred provision: -- ! — 

Federal and state 

_!3i_(4,S S 

^aldeferred__7,481 - Pfifi 

i^ome taxes $88.600 $ 58.062 

sSSSSSSS, 

ssss- 

,513 » nm 

through tax leases 21 610 

cSSSwfc, s« 

ter"* g-«j S’ 

~Tbtal-~^L--iLi 7 6)__ 63 


7,445 470 

_36 (4/62) 


21,610 

(8,454) (10,264) (5,842) 

(2,129) (4,985) 4878 

(3,973) (1,079) (S 

(2,645) 904 2,257 

(3.06 7) (1,476) 63 


Statutory federal --—-— 

U.SS 8 .«* 46.0% 46.0% 

DifferenSbetween (10,2) (10 ' 5) «■« 

statutory rate and 
foreign effective 


the com Pany purchased $13,000,000 in invest 

=^|§S 5 !sE=te 


4 State taxes on income, <2-2) (1 ' 7) (2 - 7 

” 'ess federal benefit l8 , . 

2 ?'- oj_ H, « 

5 SSgggj 35,78 TrJ, 

1 GutoG-Un,. nf Crsfl, g n ri ih.r.T.,.. _ 

\ 

SmI— SBESiSL 

balances are required under these facilities ^ 8 

spS£€‘ 

^ l, rs i ^rs£sxr p,per ” K ''“™ 
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The company and its subsidiaries occupy primarily leased 
premises, which were covered by 3,495 leases at year-end 
1982. Of these leases, 1,581 are considered capital under 
Statement of Financial Accounting Standards No. 13. The 
remainder are operating leases. 

Most leases have renewal options with terms and conditions 
similar to the original lease. Of all the leases, 1,515 can be 
cancelled by the company by offer to purchase the properties 
at original cost less amortization, with purchase obligatory 
upon acceptance of the offer by the lessor. 

The company owns most of its fixtures and equipment. 

The following is a schedule by years of future minimum 
rental payments required under capital leases and under 
operating leases that have initial or remaining noncancellable 
lease terms in excess of one year as of year-end 1982 (in 
th ousands): __ 



Capital 

Operating 

1983 

$ 116,089 

$ 115,571 

1984 

113,472 

113,376 

1985 

110,278 

109,025 

1986 

107,11.2 

103,008 

1987 

104,084 

99,249 

Later years 

1,098,816 

1,112,946 

Total minimum lease payments 

1,649,851 

$1,653,175 

Less executory costs 

20,047 


Net minimum lease payments 

1,629,804 


Less amount representing interest 

816,931 


Present value of net minimum 



lease payments 

812,873 


Less current obligations 

45,564 


Long-term obligations 

$ 767,309 



In addition to minimum lease payments, cortingent rentals 
may be paid under certain store leases on the basis of the 
stores' sales in excess stipulated amounts. Contingent 
rentals bn capital leases amounted to $10,373,000 in 1982, 
$10,298,000 in 1981 and $7,887,000 in 1980. 

The following schedule shows the composition of total 
r ental expense for all operating leases (in thousands): 



1382 

1981 

1980 

Property leases. 




Minimum rentals 

$142,645 

$121,776 

$ 97,484 

Contingent rentals 

Lf ss rentals 

9,815 

8,899 

7,972 

from subleases 

_(10,814) 

17,710) 

(6,036) 


141,646 

122,965 

99,420 

Equipment leases 

26,669 

21,781 

19,182 

Total 

$168,315 

$144,746 

$118,602 


Notes and debentures at year-end 1982 consisted of (in 
thousands): 


Due After Current 

___ One Year Maturitiee 

Mortgage notes payable, secured $153,194 $10,495 

7.40% sinking fund debentures, 
unsecured, due in installments 

through 1997 41,230 — 

Commercial paper 200,000 — 

Industrial development revenue 
bonds 20,122 — 

Other notes payable, unsecured 74,331 3,350 

foUl $488,877 $13645 

The mortgage notes payable are secured by properties which 
are included in the balance sheet at their net book value of 
$145,482,000. Mortgage notes have remaining terms ranging 
from 2 to 25 years and bear interest at 5% to 16%. 

The 7.40% debentures require an annual sinking fund pay¬ 
ment of $3,250,000. The company has repurchased debentures 
which cover $7,520,000 i.f future sinking fund requirements 
remaining at year-end 1982. Under the agreement covering 
the 7-40% debentures, $621,880,000 of the reUined earnings 
as of year-end 1982 were free of restrictions for dividend 
payments and acquisitions of common stock. Restrictions include 
a limiUtion on the creation of additional funded debt. 

As of year-end 1982 the company had completed industrial 
development revenue bond financings of $46,900,000, of 
which amount $20,122,000 had been released to the company. 
The bonds have terms ranging from 10 to 25 years and bear 
interest at 11%% to 13%%. 

On December 30,1982, the company filed a Registration 
Statement with the Securities and Exchange Commission for 
the proposed offering of debt securities up to $200 million. 

Aggr^'ate annual maturities of notes and debentures for 
the four years beyond 1983 are (in thousands): 

1984 $39,334 

1985 31,574 

1986 29,190 

1987 24,751 

Biota J-Chaimas In Working Capital (thousands) _ 

_ 1982 1931 1980 

Increase (decrease): 

Cash $ 19,733 $(71,683) $ 17,886 

Receivables 925 15,547 (3,461) 

Merchandise inventories 117,554 206,969 31,633 

Prepaid expenses and 

other current assets 13,658 43,175 15,267 

Notes and obligations 

payable 50,561 (30,584) 20,874 

Payables and accruals (107,881) (174,886) (84,627) 

Income taxes payable 10,655 8,196 (10,509 ) 

Increase (decrease) in 

working capital $105,205 $ (1,266) $(12,937) 













The company has commitments under contracts for the pur¬ 
chase of property and equipment and for the construction of 
buildings. Portions of such contracts not completed at year-end 
are not reflected in the financial statements. These unrecorded 
commitments amounted to approximately $117 million at 
year-end 1982. 

Mote L—Contingent Llehllltias—Litigat ion 

There are pending against the company various claims and 
lawsuits arising in the normal course of the company’s 
business, including, as of March t, 1983, suits charging viola¬ 
tions of certain antitrust and Civil Rights laws, some of which 
purport to be class actions and seek damages in very large 
amounts, as well as other relief which, if granted, would 
require very large expenditures. 

Prior Annual Reports noted the pendency of 18 suits 
brought against the company and others by various livestock 
producers and feeders alleging violations of the antitrust 
laws in the purchase and sale of meat (and of one similar 
suit in which the company was named as a co-conspirator). 

In 17 of these cases, the claims for damages have been 
dismissed by the District Court as not within exceptions to 
the antitrust rule that only those who deal directly with 
defendants can recr/er damages. These dismissals currently 
are on appeal, Dismissal of the 18th case is now final. 

While management is unable to predict the ultimate out¬ 
come on these antitrust cases, in its opinion, the company 
has good and meritorious defenses to each action and should 
prevail in all. 

Although the amount of liability at year-end 1982 with 
respect to all of the above matters cannot be ascertained, 
management is of the opinion that any resulting liability 
will not materially affect the company's consolidated income 
or financial position. 

Mote M—Capital Stock and Additior al Paid-In Capital 

The company has 220,372 shares of authorized and unissued 
preferred stock with a $100 par value. The following sum¬ 
mary shows the changes during 1980,1981 and 1982 in 
common stock outstanding and treasury shares, and the changes 
in common stock and additional paid -in capital (dollars in 
thousands): 


Mote hh-Slo>J Option, Stock Appreciation anil Stock Purchase P lans 

The following summary shows the changes during 1980, 

1981 and 1982 in stock options granted to key employees to 
purchase shares of the company’s 


nmon stock: 

_ Shares Option Pries 

Outstanding, year-end 1979 492,600 $40.13-47788 

Expired, 1980 ( 13,250 ) 40.13-47.88 

Outstanding, year-end 1980 479,350 40.13-47.88 

Replaced, 1981 (479,050) 40.13-47.88 

Granted, 1981 603,650 31.63 

Expired, 1981 (9,100) 31.63-46.13 

Outstanding, year-end 1981 594,850 31.63-47.88 

Granted, 1982 149,300 28.63 

Exercised, 1982 (33,826) 31.63 

Expired, 1982 (16,060 ) 28.63-47.88 

Outstanding, year-end 1982 _ 694,264 28.6 3-31.63 

A non-qualified stock option plan, adopted in 1981 to 
supersede the prior plan, authorized issuance of 1,500,000 
shares of the company’s common stock. Options under the 
plan were granted in 1981 for 603,650 shares, in conjunction 
with the optionees’ surrender of options covering 479,050 
shares under the prior plan. 

An incentive stock option plan was adopted in 1982 to 
permit the granting of qualified stock options. Qualified options 
for 127,300 shares and non-qualified options for 22,000 shares 
wer: granted in 1982. 

At year-end 1982, there were 771,910 uuoptioned shares 
available for granting, and 228,674 of the outstanding unexer¬ 
cised options were exercisable. Outstanding stock Options 
expire on February 12,1991 and June 17,1992, and the weighted 
average purchase price per share under outstanding options 
was $31.00 at year-end 1982. 

Stock appreciation rights were granted in 1982 for 273,200 
shares currently under option at $28.63 and $31.63 per share. 
Upon exercise of a stock appreciation right, the holder sur¬ 
renders the related option and receives the excess of the then 
fair market value of the option shares over the option price in 
cash. None of such rights were exercisable at year-end 1982. 
The company recognized compensation expense of $1,903,000 
in 1982 as a result of the grunting of stock appreciation rights. 

A dividend reinvestment and stock purchase plan was adopted 
in December 1982, to be effective with the dividend for the 
second quarter of 1983. 


479,350 40.13-47.88 

(479,050) 40.13-47.88 

603,650 31.63 

(9,100) 31.63-46.13 

594,850 31.63-47.88 

149,300 28.63 

(33,826) 31.63 

(16,06 0) 28.63-47.88 

694,264 28.63-31.63 


--Common Stock Additionol 

Shsroi Shares in Amount Paid-in 

Outstanding Treasury Outstanding Capital 

Balance, 
year-ends 1979, 

1980 and 1981 26,115,917 13,601 $43,527 $63,436 

Stock options 

exercised, 1982 33,826 - 56 1,137 

Balance, 

year-end 1982 26,149,743 13,601 $43.583 $64,573 


The suppjementary information represents estimates of the 
effects of inflation on the company’s financial statements 
using current cost accounting as prescribed by Statements 
of Financial Accounting Standards Nos. 33 and 70. 

Current cost accounting attempts to measure the effects of 
changes in specific prices by adjusting historical costs to amounts 
which approximate the current costs to the company of producing 
or replacing inventories and property. 

The computed net income for 1982 under current cost 
accounting includes adjustments to merchandise costs 
and depreciation and amortization expense. Current cost 






W % e cornputed based principally on externally 
r2 spwfi , c pnce “? dexes - T1 >e effects of inflation on 
merchandise costs have already been recognized in the 
^iK ^ / manCIa - Statements t0 the extent that the LIFO 
mer«^ 

i he provision for income taxes does not reflect the current 

»«r.» mMmrri by gener.l infl.fi™ «£,SKitaff 
company as monetary liabilities are paid with currency of 
aMrial off U ! < ? aS1 , ng power This gain should be considered 
a partial offset to interest expense as interest rates reflect the 

nebLt d rat f inf if ti0n - MS0 ' Since *eMadonf£Sd 

net income includes adjustments for the effect of inflation 
hahliw T S « d pr ? pe * y which are hnanced by monetary 
S °" the re,ated lia bihti«s should 

also be consideied. Thus, net income including the "gain from 


SupplamantBiyFlnanclaiDatfAJjijitsilforttiBEftB’-.notflunging Prlcas (millions) 


mav C he". g ^i n PUrchaS 'u g power °f net monetary liabilities” 
operatingreLl“ mPr S ' Ve meaSUre ° f illflat 'on-adjusted 

nmnirt? 2 the “"fl? 1 “ sts of merchandise inventories and 
property increased by $151 million, whereas hose assets 

measured bl the Iis’r 0 " 38 3 re n 1 * of 1general mflation as 

measured by the U.S. Consumer Price Index for All Urban 
Consumers (CPI-U). Thus, the year’s increase in inventories 
ano property due to general inflation exceeded the increase 

JdktSn n hi»h StS th y $ l 45 miIIi0n ’ indicat ing a rate of general 
inflation higher than the rate of mcrease in specific price indexes 
for tliose iteuB. At year-end 1982, the current cost of 
merchandise inventories was $1,627 million and the current 
cost of net property was $3,284 million. 

The five-year summary of inflation-adjusted data shows 

K3KS8R 

a S tin ? '? vo,ves the U3e of assumptions, 
ETV* subjecbve judgments, and the results should not 
be viewed as precise measurements of the effects of inflation 


Sales " 

Cost of sales 
Other expenses, net 

Income before provision for incomelaxes~ 
rrovision t or income taxes 
Net income 

Gain from the change in purchasing power of net 
monetary liabilities 

Net income including^aTn ih purchasing power^ 
Depi^ciation and amortization expense* ‘ ” 


1982 

As Reported Adjusted for Change 
i the Statement in Specific Prices 

of Income (Current Cos ts) 

$i7,633 $17,633 

13.628 i3i688 

_ 3,757 3,836 




Sales ~ ~~— - 

Net income (loss) 

Net income (loss! per share of common stock 
uam from the cnange in purchasing power ofne* 
monetary liabilities 

Net income including gain in purchasing power 
Ina-ease in the cuirent costs of merchandise 
inventories and property over (under) the 
increase due to general inflation 
Net assets at year-end 
Cash dividends per share of common stock 
Market price per share of common stock at year-end 
Average Consumer Price Index (CPI-U) 


—-—!”L — 1981 1980 1979 1978 

$17,633 $17,597 $17,691 $18,242 $1^569 










-Financial Information by Geographic Area (thousands) 


_ United States* 

_1982_ 1981 

$13,252,699 $12,491,852 $11,5 : 
3,128,111 2,815,057 2,5; 


Income before provision forincome taxes 
Provision for income taxes 
Net income 

Net working capital including merchandise 
inventories at FIFO cost 
Less L I FO reduc tions 
Net working capital (deficit 
Total assets 
Net assets 

Cumulative translation adjustments 


Wota O-ttuarterjy Information (unaudited) 


1982 

Sales 

Gross profit 

Net income 

Net income per share 

Cash dividends per share 

Market price range of common stock 

1981 

Sales 

Gross profit 

Net income 

Net income per share 

Cash dividends per share 

Market price range of common stock 

1980 

Sales 

Gross profit 

Net income 

Net income per share 

Cash dividends per share 

Market price range of common stock 


Executive Offices 

Fourth and Jackson Streets, Oakland, California 94660 
(415)891-3000 

Transfer Agent end Registrar 

The Crocker National Bank, San Francisco, California 

10-K Report 

A facsimile of Safeway’s 1982 10-K Report filed with the 
Securities and Exchange Commission may be obtained by 
writing the Controller at our executive offices. 


$2,569,717 $2,404,972 $2,190,917 


135,108 150,681 161,428 

619,486 578,281 518,702 

365,767 430,063 372,197 

(54,219) (40,362) (41,806) 


Accountants 

Peat, Marwick, Mitchell & Co. 

Annual Meeting 

The 1983 Annual Meeting of Stockholders will be held on 
May 17,1983. In connection with this meeting, proxies will 
be solicited by the management. A notice of the meeting, 
together with a proxy statement and a form of proxy, will be 
mailed April 14,1983. This Annual Report does not constitute 
part of the proxy soliciting material. 





Overseas 

1982 

1981 

1980 


$1,810,405 

"$1,683,494 

$1,392,763 


327,546 

314,795 

260,580 


279,886 

264,206 

217,061 


47,050 

50,589 

43,519 


44,674 

42,040 

38,136 


12.608 

17,058 

13,048 


,32,066 

24,982 

25,088 



(12,278) 

(38.583) 

(20,249) 

432,531 

398,465 

353,432 

211,939 

112,850 

116,581 

(41,823) 

(26,052) 

(3,635) 

Accountants' Repor 

t 

Peat, Marwick, Mitchell 8< Co. 


To the Hoard of Directors and Shareholders 
of Safeway Stores, Incorporated. 


We have examined the consolidated balance sheet of Safeway 
Stores, Incorporated and subsidiaries as of January 1,1983 
January 2,1982 and January 3,1981 and the related con¬ 
solidated statements of income and retained earnings and 
changes in financial position for the years then ended. Our 
examinations were made in accordance with generally accepted 
auditing standards and, accordingly, included such tests of 
the accounting records and such other auditing procedures as 
we considered necessary in the circumstances. 

In our opinion, the aforementioned consolidated financial 
statements present fairiy die financial position of Safeway 
Stores, Incorporated and subsidiaries at January 1,1983, 
January 2,1982 and January 3,1981 and the results of their 
operations and changes in their financial position for the years 
then ended, in conformity with generally accepted accounting 
principles applied on a consistent basis after restatement for 
the change, with which we concur, in the method of accounting 
for foreign currency translation as described in Note B to the 
financial statements. 

Oakland, California 
March 4,1983 


The consolidated financial statements of Safeway Stores, 
Incorporated and its subsidiaries have been prepared in 
accordance with generally accepted accounting principles and 
necessarily include amounts that are based on management's 
best estimates and judgments. Management is responsible 
for the integrity and objectivity of the data in these statement. 
Financial information elsewhere in this Annual Report is con¬ 
sistent with that in the financial statements. 

To fulfill its responsibilities, management has developed 
and maintained a strong system of internal accounting controls. 
There are inherent limitations in any control system in that 
the cost of maintaining a control should not exceed the benefits 
to be derived. However, management believes the controls 
in use are sufficient to provide reasonable assurance that 
assets are safeguarded from loss or unauthorized use and that 
the financial records are reliable for preparing the financial 
statements. The controls are supported by careful selection 
ana training of qualified personnel, by the appropriate division 
of responsibilities, by communication of written policies and 
procedures throughout the company, and by an extensive 
program of internal audits. 

Feat, Marwick, Mitchell & Co., independent certified public 
accountants, whose report follows the consolidated financial 
statements, are engaged to provide an independent opinion 
rej .rdmgthefa "presentation in the financial statements 
of the company’s financial condition and operating results. 
They obtain an understanding of the company’s systems and 
procedures and perform tests of transactions and other pro¬ 
cedures sufficient to provide them reasonable assurance that 
the financial statements are neither misleading nor contain 
material errors. 

The Board cf Directors, through its Audit Committee com¬ 
posed of outside Directors, is responsible for assuring that 
management fulfills its responsibilities in the preparation of 
the financial statements. The Board, on the recommendation 
of the Audit Committee and in accordance with stockholder 
approval, selects and engages the independent public account¬ 
ants. The Audit Committee meets with the independent 
accountants to review the scope of the annual audit and any 
recommendations they have for improvements in the company’s 
internal accounting controls. To assure independence, the 
independent accountants have free access to the Audit 
Committee and may confer with them without management 
representatives present. 
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MANAGERS ON THE MOVE 

Last year's Annual Report 


supply operations, all have 
proven their ability to turn 
ideas into action. All are 
committed to excellence in 
everything they do. 

Together they represent 
one of Safeway’s greatest 
strengths for the future: a 
seasoned group of well-trainei 
highly motivated, results- 
oriented administrators. 

Following is a partial 
listing of those at corporate 
headquarters charged with 
key roles in achieving our 
newly formulated objectives 


within the past 
rs, many have 
e experience, and 
half have earned 
uate degrees. 

;ir counterparts in 












